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China has seen a burgeoning growth in the stone industry since its reform and 
opening-up policy over 30 years ago. While becoming a truly great powerhouse concerning of 
stone supply, demand, and trade, China’s stone industry suffers a razor-thin profit margin and 
a limited anti-risk ability from disorderly competition, including the increasing homogeneity 
of stone products.  In a recent period of global economic downturn and national real estate 
regulation, a large amount of stone businesses fall into a dilemma of increasingly excessing 
capacity due to their export-orientation and the decline of demand from domestic construction 
projects. The 5th Gallery of Yingliang Group, however, managed to emerge from the situation 
and enjoyed a spectacular 30 percent growth rate, becoming a model of industrial 
transformation and upgrading. 
Drawing on theories of business model and competitive strategy, the present study 
identifies the situation of China’s stone industry and maps a profit pool for the industry chain 
to determine that stone industry is now on a low profit link. Meanwhile, competition in the 
current stone industry, in particular the fierce competition among existing stone businesses, 
has been detected from the perspective of Michael Porter’s Five Forces Model. And on this 
basis, the current study interprets the business model and competitive edge of the “5th 
Gallery” to tell its advantages and differences from the business model of the “Slabs Market”, 
providing references for the transformation and upgrading of stone businesses in China. 
The stone industry in China is widely rooted but not competitively strong. Monotonous 
business and limited market channel have plunged the stone enterprises into low-price 
marketing and disorderly competition. The “5th Gallery” model values luxury and succeeded 
from a focused differentiation competitive strategy that targets the high-end market segment 
and by the differences in raw material purchasing, processing and marketing. However, the 
high threshold of high-end stone fences out small-and-medium sized enterprises and the early 
advantage of the “5th Gallery” makes pure imitation much more risky for other large-scale 
stone enterprises, making the model hard to copy. The business model of the “5th Gallery” 
shall not be regarded as a pattern of success for stone businesses, but an inspiration to the 
endeavors of exploring their own tailored model. 
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